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Abstract 


This research investigates how shared value can be created when both public and private 
organizations collaborate at various fronts. Particular attention is paid on how public-private 
collaboration would develop through discussions and open communication between 
government and business so as to contribute to building interest in the strategic development 
agenda of a state and lead to the adoption of mechanisms that create shared value for 
government, business, and society. The findings reveal that constructive dialogue and regular 
discussions could lead to better understanding the priorities of both government and society, to 
finding common ground for resolving social problems and for adopting a shared agenda 
through which value is created for all. The lead responsibility rests on government to take 
initiative for dialogue with business and society, to establish policies that are conducive to 
business development, and to provide incentives for public-private partnered solutions to 
public problems. Also, business must shift its classic way of profit-maximization strategy and 
not view government as merely regulator, but as partner with whom mutually beneficial results 
can be attained. 


Keywords: shared value, public-private collaboration, constructive dialogue, shared agenda, 
business action for society. 


1. Background 


Before the second half of the twentieth century, governments and, to a lesser extent, 
non-profit organizations were regarded largely responsible for solving societal problems. The 
role of government was more that of regulator and not as much that of provider of public 
services, safety and security. Changes in the role of government were influenced by neo-liberal 
and democratic theorists starting with Friedrich (1944) but gradually more intensely with Moore 
(1995), Bozeman (2002) and others who placed emphasis on the role of government as creator of 
public value. In that context, the role of non-profit organizations took on different portrayals 
that centered on collaboration and partnership for value-added outcomes for society. 


In line with changes in the public sector, starting in 1950s and 1960s, the concept of 
corporate social responsibility (CSR) emerged in the form of corporate philanthropy and referred 
to “the obligations of businessmen to pursue those politics, to make those decisions, or to follow 
those lines of actions which are desirable in terms of the objectives and values of society” 
(Bowen, 1953: 6). Strategies and programs that private enterprises considered under CSR were 
rather superficial at times and were primarily directed to increasing their business reputation, 
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market share and profit. Many viewed CSR as a necessary expense to complement advertising 
and promotion efforts. 


Subsequently, the notion emerged in discussions of corporate culture and values that 
employees ought to embrace (Schein, 1985; Amsa, 1986; Stubbart, 1988; Chatman & Cha, 2003). 
The leading definition of “corporate value” was proposed to mean “organizational values [that] 
make a significant difference in the lives of employees, as well as in ... performance” (Posner et 
al., 1985). This could be interpreted as an organizational strategy for aligning corporate vision 
and goals with those of individual performance goals and objectives; for increasing ownership of 
corporate values by employees; and for increasing productivity and profits. By the turn of the 
century, the understanding of shared value evolved to establish new meaning as business 
“policies and operating practices that enhance competitiveness ... while simultaneously 
advancing the economic and social conditions in the communities in which it operates” (Porter 
& Kramer, 2011: 66). This definition is broader than CSR in that it incorporates business and 
society interactions and adoption of shared agenda for action. 


This study attempts to integrate “public value” and “shared value” through linkages 
among government, business and society. Particularly, it answers the question of how shared 
value is created at the state level when public and private organizations cooperate on various 
fronts. Drawing on the cooperative models and processes relevant to the private sector, how 
would public-private dialogue and strategic collaboration create “shared value” for government, 
business, and society? Considering that the theory of “shared value” is progressively taking on 
more importance, this study attempts to analyze concepts that have benefited government, 
business and society in order to identify or underscore those factors that are the most influential 
in fostering development. 


2. Creating shared value for growth 


The theory of shared value claims that economic values can be created by addressing 
societal needs thereby creating value for society. Applied to the private sector, addressing the 
needs of society would lead to business success. Thus, the success of a company and social 
development are interdependent. When a business operates on the principle of creating shared 
value, gaps between society and business diminish, and the latter is elevated by society and 
accepted as a legitimate enterprise. In that process, business takes into account societal needs 
through a process that creates value or positive impact, which is transferred to or shared with 
society. 


However, in order to create shared value, profit chasers had better think in new 
ways, restructure internal practices and cooperate across sectors. Considering new ways of doing 
business, scholars posit that shared value initiatives could transform capitalism and initiate new 
connections between business and society. Moreover, the theory of shared value is applicable to 
both developing and developed countries even though particular areas of common interest and 
mechanisms may vary among countries (Lenssen et al., 2012; Porter & Kramer, 2011; Pol Longo 
et al., 2005). Along those lines, Porter and Kramer (2011: 7) identify three ways of creating 
shared value: “Reconceiving products and markets, redefining productivity in the value chain 
and building supportive industry clusters at the company’s locations.” 


As such, the process of creating shared value entails first identifying the kinds of 
societal needs and problems that exist, government programs that tackle those needs, unmet 
issues, and potential economic opportunities that could be created through solving those unmet 
and persistent public needs. When business and government partner to undertake specific 
actions for solving public problems, this creates new opportunities for business and new value 
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for society. Thus, positive outcomes created in one sector are transferred to other sectors and to 
the broader public (Porter & Kramer, 2011). 


Moreover, increasing the speed of development requires public and private sectors to 
work together within a strategic partnership framework set to implement shared value initiatives 
in support of the state development agenda. This would place the creation of shared value at the 
center of development generating collaboration around common goals and reducing social 
inequalities in health, education and other public services. Within an environment of 
collaboration in support of shared public goals, businesses continue to strive for profits, but also 
take responsibility for solving societal problems along with government or partially shouldering 
the role of government to create public value. This would enable governments to reach 
development goals more rapidly provided state budgetary resources are allocated for achieving 
partnered targets and shared value strategies (Pol Longo et al., 2005). 


Moreover, when governments adopt policy instruments or regulatory mechanisms 
that inspire and encourage private entrepreneurs to incorporate the principle of shared value 
into core business strategies, value-producing trade-offs among social objectives and economic 
gains are made possible. Thus, the phenomenon of creating economic value by addressing 
societal needs becomes more feasible and leads to faster development (Porter & Kramer, 2011). 
In this regard, Prato (2013) argues that when lead actors in the public and private sectors unite 
forces and work towards mutually beneficial solutions, they serve as models for other businesses 
to also align their business goals with public needs. Moreover, he identifies a number of factors 
that contribute to productive public-private partnerships, two of which are given added 
importance: establishing a shared agenda and well-defined incentives for all partnered sides. 
Thus, from the perspective of the private sector, resolving public issues should not be viewed as 
doing philanthropy, but as business opportunity. In this context, Borgonovi et al. (2011) argue 
that since government alone does not have enough resources to solve all societal needs, working 
closely with business is significant to creating mutual benefits for both government and society. 


3. Establishing government-business dialogue 


For the business sector, adopting the principle of shared value is a creative approach 
for finding new business prospects and helping the government cope with social issues that 
hinder development. There is a viewpoint that when the private sector does not recognize that 
business achievements are closely correlated with social results, it fails to achieve long-term 
positive outcomes (Porter et al., 2011). But who is to guide private enterprises to view social 
issues as new business opportunities? 


Longo et al. (2005) argue that government should contribute to the process of 
creating shared value and boost the social impact generated by the business sector. For this 
purpose, government should engage businesses in constructive dialogue about the possible ways 
in which companies could help the government to achieve development goals while advancing 
their own business interests. Moreover, not only governments, but also non-governmental, 
multilateral and community service organizations could bring the private sector into regular 
discussions on the most important social issues and jointly find possible approaches to resolving 
or preventing them. 


When governments fail to promote investments that support business development, 
they lose such important instruments as the power of influence on the business sector. Only by 
engaging the private sector into productive dialogue it becomes possible to create an 
environment where the business sector takes a path of looking into social issues as attractive 
business opportunities. Moreover, only by diagnosing social problems in productive dialogue it 
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becomes possible to accelerate the process of achieving state strategic goals and amplifying social 
change through the participation of business. 


Establishing constructive dialogue serves as catalyst for creating public-private 
partnerships. As Herzberg and Wright (2005) argue, only when the public sector understands 
how the private sector works and what it needs, it will be able to establish policies that benefit 
both. In turn, as the private sector becomes better aware of the priorities of government and 
engages as partner in working toward state priorities, it will then be ready to support 
government in achieving its goals. Continued dialogue and discussion between public and 
private facilitate the process of finding alternative policy solutions but also lead to a higher 
probability of success. Thus, an environment of mutual support, trust and consideration between 
public and private stimulates the implementation of policies and programs that create shared 
value. 


4. Research design and methodology 


The study uses a qualitative methodology with an explanatory research design aimed 
at analyzing discourse to map out the most relevant strategies and arrangements for creating 
shared value. Inductive reasoning is used to draw a model from dominant patterns found in the 
collected data. The study uses in-depth interviews with select leaders in the public and private 
sectors in the Republic of Armenia to measure the level of interest in and compassion for 
collaboration, as well as to understand the level of readiness for making a sustainable paradigm 
shift in this realm. The questions steering the data collection relate to how shared value is 
created and how public-private collaboration contributes to shared value creation. The 
qualitative approach has made possible the collection of rich sets of data from the interviews 
affording an understanding of the different positions on the concept of “shared value”. 


Purposive sampling was used in selecting the interviewees to allow for maximum 
variation of data collected. Twelve (12) interviews were conducted in February-April 2018 with 
key actors from both public and private sectors. The interviewees included officials from the RA 
Ministry of Economic Development and Investments, particularly with heads of units 
responsible for tourism development and investment policy; the Centre of Strategic Initiatives of 
Armenia; top management of the RA Ministry of Health; representatives of leading companies in 
telecommunication, banking, insurance, dairy and wine companies; and subject matter experts. 
The interviewees focused on their respective sectors and sub-sectors, the current state of 
development and how they envision public-private collaboration. 


As mentioned earlier, the study uses inductive analysis to draw a model that depicts 
mechanisms for creating shared value as opined by the interviewees. It is proposed that building 
high levels of social capital leads to dynamic collaboration between government and private 
sector entities. The study addresses how shared value is created and how public-private 
collaboration contributes to the dynamic progression of that effort. It is also assumed that 
establishing persistent working relations between government and business leads to adopting a 
shared agenda and value platform thereby creating shared value for all. 


5. Data analysis and discussion 
5.1 Analysis of in-depth interviews 


The analysis of interviews (n=12) focused on identifying the most critical building 
blocks required for realizing “shared value” to produce the best outcomes for business and 
society. In the first instance, the interviews explored the prerequisites of public-private 
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collaboration and moved on to understand the level of prevalent openness among public and 
private organizations for making the necessary paradigm shift in this domain. 


The dominant theme in the interviews was that government and business should first 
identify common interests and potential platforms that would bring them together to engage in 
collaborative decision-making to achieve mutually beneficial solutions. The more the sectors 
come together to reach a shared understanding of public problems, the more the chances of 
adopting collaborative approaches to solving those problems through actions that benefit all 
parties and deliver added value to society. In that context, one interviewee explained that “if 
government and business were able to find common interests in solving public problems, 
mutual benefits would be created for all — government, business and society.” 


Many interviewees (6/12) are of the opinion that productive and mutually beneficial 
working relations between government and business start with instituting constructive dialogue 
between them. In order to engage in cooperative arrangements, private enterprise should feel 
that it is an integral participant in the process of solving public problems. As was articulated by 
one interviewee, “... in order to establish focused working relations between government and 
business, it is necessary to hold regular discussions on mutual concerns and openly 
deliberating public needs.” Only by coming together and discussing issues would political actors 
and entrepreneurs gain a better understanding of public needs and grasp their relative criticality. 


Moreover, in the absence of constructive dialogue the gap between state agenda and 
business interests widens, as maintained by several interviewees. One specifically argued that 
“frequently business does not even understand how government works and in what strategic 
direction it is going.” The same also is true for the other. In most cases government is unaware 
of the mindset and issues prevalent in the private sector and, conversely, business does not have 
a grasp of critical public issues so as to be able to take action in mutually beneficial ways that 
create shared value. 


Moreover, four government representatives interviewed stated that if government 
gets a handle on the major concerns of private enterprise it will be able to develop policies 
conducive to growth. As mentioned by one interviewee, “... if the private sector were to make 
more effort in presenting and explaining to government the major issues that they face, we 
would be in a better position to draft policies that are favorable to growing private enterprise 
in Armenia.” Through regular dialogue, common private and public interests and concerns 
would be identified thereby establishing top priority areas for all regardless of the diversity of 
issues and preferred solutions. By adopting a shared value platform, public and private sectors 
could together reach workable solutions on critical issues that would result in benefits for all. 


Another factor emphasized by the interviewees from private enterprise was the 
relatively high degree of readiness to engage with government in collaborative arrangements 
provided their business position is not undermined. As one interviewee articulated, “many 
businesses would be readily motivated to cooperate with government and other public agencies 
provided such cooperation is based on just grounds and fair principles. Also, the important 
condition here is that the solution fundamentally aims at realizing shared goals and is derived 
from constructive and sustained dialogue among various businesses from different sub-sectors, 
as well as between the private sector and government.” This suggests that the private sector 
would undertake solving social issues when they see in it business gain, such as increase in 
market share, product advantage and satisfaction, or economic profit. According to one 
respondent, “the overarching purpose of any business enterprise is to maximize profit. 
Businesses usually pursue filling public demand for goods and services such that they increase 
satisfaction thereby retaining or increasing market share. Aside from that, businesses would 
be interested in solving social problems provided action in that regard does not create barriers 
to realizing their business strategies and fulfilling their planned targets. More, this would 
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enable connecting the needs of society with business success.” In contrast, philanthropy would 
not create sustained business advantage. 


Several respondents (4/12) from the public sector also raised the need for not 
looking to government as simply a source of financing or subsidy for achieving mutually 
beneficial solutions. One interviewee stated that “... for a long time the business sector has 
looked at government as purely a resource from which to draw technical or financial 
assistance. This mindset should be changed. The private sector should consider projects that 
consider working with the public sector toward achieving shared goals instead of consistently 
looking for monetary or other types of assistance from government to benefit their business.” It 
is possible, they claim, to establish effective working arrangements between government and the 
private sector when the latter begins focusing on public needs and preferences aside from 
focusing on profit-making priorities and, together with government, it aims at generating public 
value for society. 


The factor of identifying common interests and platforms was mentioned most 
frequently by the interviewees from both public and private sectors. The most important 
requirement for engaging in cooperative agreements and connecting the needs of society for 
business success is identifying common interests and platforms. Only when business and 
government find common interests, they will be able to establish focused working interrelations 
and adopt a shared agenda for achieving mutually beneficial outcomes. As elaborated by one 
interviewee, “each approach directed to establishing effective or constructive cooperation 
usually moves toward finding win-win interests. ... And that is good! Similarly, at the state 
level, identifying and nurturing shared interests and platforms is the most important factor for 
establishing focused working relations between government and business.” The idea behind 
this argument is that the main purpose of business is to derive as much revenue and profit as 
possible, whereas the main purpose of the public sector is to solve as many social problems as 
possible. Government has the added mandate to deliver public goods and services efficiently, 
effectively, and equitably. That is why only in those cases when government and business are 
able to hold constructive dialogue and find mutually beneficial solutions they will be able to work 
together toward achieving shared value. 


Further, the issue of maintaining focus on public priorities, critical needs and 
preferences was pointed out by all the interviewees representing government. They emphasized 
that when discussing common concerns with the private sector, there should be added focus on 
public preferences. After all, no less than the public sector, the business sector also should make 
every effort to meet public demand, focusing on preferences vis-a-vis products. When the private 
sector keeps all that in mind and also collaborates with government to keep abreast of strategic 
public priorities, the country is able to achieve win-win results. In line with this argument, 
several interviewees (5/12) indicated that government should be in a position to identify and/or 
determine the strategic priorities of the public and assume a leading role in linking the needs of 
society for business success. 


As one interviewee articulated, 


“Governments should identify the areas that would stimulate business interests 
while presenting a relevant action point in the government’s strategic agenda. 
Based on that, government should take initiative in getting the attention of 
businesses onto those public issues that need most attention and/or inviting 
businesses from respective industries or sectors for dialogue on those issues.” 


Another interviewee added, 


“The only way of motivating the private sector to take interest in public needs and 
take part in delivering optimal solutions is to motivate businesses to look to social 
issues from an innovative standpoint. This will not only lead to solving social 
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issues but also will push development forward and make the private sector more 
robust.” 


However, in order to be able to find appealing prospects for solving social problems 
with a business perspective, the specific problems should be better understood by all, but 
especially by business; this suggests that the government should assume a leading role in 
connecting the pressing or more important social problems with business. In that regard, 
government should partner with the private sector in defining unmet public issues to jointly 
define and analyze the level of criticality of those problems making information transparent to 
both sectors and to the public at large. The transparency of the process is critical to preclude or 
dismiss any impression or perception of corruption, including decisions related to possible 
solutions and inclusion of such actions in the national development agenda and strategic plan. 
The idea in support of this argument is that when businesses have a clear understanding of the 
unattended social problems and are apprised of the segments of society affected by those 
problems, they would be in a better position to propose innovative solutions that also fall within 
their business strategies. 


Furthermore, government should develop and promote policies conducive to 
business development that will simultaneously connect the needs of society for business success. 
After all, this also would help grow the private sector, especially the small and medium-size 
enterprises, which in turn would help develop the economy and increase the middle class 
(elements very crucial for moving developing countries forward). As one of the interviewees 
mentioned “the government should set up a clear strategy that will unify the interests of 
business, government and society.” In the same line of thought another interviewee brought up 
that “government should identify the most critical public goods and avail businesses with such 
vital information that are bound to stimulate new interest in the private sector and bring 
together government and business to work together for achieving the state development 
agenda.” Another interviewee added that 


“The single most essential element in government-business collaboration leading 
to development lies in establishing focused working relations between 
government and business from relevant respective domains. Only by engaging in 
constructive discussion and sustained dialogue would it be possible to reach 
agreement that produces collaborative arrangements between government and 
business for solving public problems.” 


Concerning the critical success factor of promoting policies that are conducive to 
business development, four interviewees (4/12) emphasized that government has the principal 
responsibility for creating shared value. In that context, when developing policies, rules and 
regulations, government should take into account the major issues prevalent in the business 
sector and look to alternative solutions to those issues while simultaneously attracting 
businesses to collaborate in addressing public needs. 


Another factor that was emphasized by three interviewees (3/12), all three being 
from the private sector, was the key reason that keeps the private sector interested but not 
engaged in solving social issues is driven by their own operational budgets and revenue targets. 
Although the business sector may project additional revenues from solving a specific social issue, 
they often do not commit because of the business risks involved. If the business sector were to 
have confidence in government support, it would work more seriously with the government to 
achieve mutually beneficial solutions. 
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6. Findings and conclusion 


The discourse analysis of and findings from the in-depth interviews afforded the 
information necessary to construct a model of how shared values are or can be created. The 
collected data helped validate the assumptions embedded in the theory of Creating Shared 
Value according to which economic values are created by addressing societal needs thereby 
creating value for society (Porter & Kramer, 2011). The analysis also showed that the critical 
element necessary for creating shared value at the state level is the identification of common 
interests and platforms and adopting a shared agenda. This finding is identical with the 
argument brought by Longo et al. (2005), which states that for optimal results in development, 
public and private sectors should strive to work together in order to achieve mutually beneficial 
solutions. 


Likewise, the data analysis revealed that establishing constructive dialogue between 
government and private enterprise is critically important for identifying a common platform and 
interest that leads to adopting a shared agenda. This will lead to establishing focused working 
relations between public and private sectors and to creating shared value while promoting the 
process of development throughout the country. This finding is supported by the argument by 
Borgonovi et al. (2011), which claims that government alone does not have enough resources to 
solve all societal needs. 


Moreover, the analysis of interviews disclosed the fact that solving social issues with 
an innovative business perspective is one way of achieving mutually beneficial solutions for 
government, business and society. This finding corresponds to the viewpoint discussed in the 
literature according to which solving social issues from a business perspective is a way of 
addressing societal needs in a participatory manner, such that the positive impact created by 
business is transferred to society. 


The interviews revealed that in order to be able to achieve mutually beneficial 
solutions there is a need to establish focused and strategy-driven working relations between 
government and private business. When public and private sectors have common interests they 
would be more interested in working together in order to achieve mutually beneficial solutions. 
However, in order to establish focused 
working relations between government and 
business, both should come together in 
constructive dialogue centered on the purpose 
of resolving public problems or unmet needs. 
Moreover, through sustained dialogue 
common indicators are _ created for 
understanding social problems and_ for 
adopting an agenda that creates value for all. 


In addition, the study showed that 
at the current stage of Armenia’s 
development, the lead role still rests on the 
government to create opportunities for 
connecting business and_ society while 
establishing policies that are conducive to 
private sector growth. However, congruent to 
the argument brought by Porter and Kramer (2011), the analysis revealed that business has to 
shift its classic way of thinking restructuring its internal policies and not looking to government 
as merely a regulator, or a source of financing and subsidies, but as a partner with whom 
mutually beneficial goals can be realized. 
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No doubt, the only possible way for achieving development goals for a country with 
limited human and social capital requires joining forces and putting to optimal use the strengths 
of both public and private sectors. Working closely and strategically, government and business 
would be able to achieve mutually beneficial outcomes, which will improve the quality of life 
while advancing the national development agenda. Such mechanisms hold promise for economic 
growth and sustained development. As argued by Longo et al. (2005), public and private sectors 
should work together toward achieving shared goals and moving forward the national 
development agenda. 


Thus, this research confirmed the assumptions stated in the theory of shared value 
put forth by Porter and Kramer (2011), according to which economic values are created by 
addressing societal needs thereby creating value for society. Sustained dialogue between 
government and business was found to be a prerequisite to adopting a shared development 
agenda. As the proposed model shows, only through sustained dialogue and discussions around 
the state development agenda can priority public needs be resolved through partnered 
arrangements between government and business operating in relevant domains. As stated by 
Herzberg and Wright (2005), continued dialogue and discussion would not only facilitate the 
process of finding mutual platforms and strategies for economic development, they also would 
make possible the successful implementation of policies because of the transformed perception 
by the private sector of being a part of policy decision-making. Thus, an environment of mutual 
support, trust and reciprocal consideration between public and private sectors makes possible 
the implementation of policies and achievement of developmental goals. Above all, mutual trust 
between government and business transcends all other priorities in this domain as much as in 
others. Moreover, as indicated by Borgonovi et al. (2011) in the current age of development it is 
possible to solve social problems and to maintain equilibrium of economic and social benefits 
only in those cases when government and business have established mutual trust and cooperate 
on a sustainable basis. 
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